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7 July 1977

MEMORANDUM FOR: DDI Production Board

FROM

Acting Director, Center for Policy Support °

SUBJECT : Interdisciplinary;Study of Soviet Defense Industries':

1. The purpose of the study is to assimilate the scattered
pleces of intelligence on the operating characteristics of the Soviet
defense industries; organize the information in the form of an
industry study following the attached outline, and to use the
evidence to broaden our perception of the Soviet defense burden and
our understanding of the acquisition and use of technology in the
USSR. The industries to be covered are the 6-8 which the Soviets
usually refer to as their defense industries:

Aviation General Machine building Radio
Shipbuilding Medium Machine building Electronics
Defense Machine building

2. We propose that the first phase of this study be a two
month long exploratory study or '"mapping exercise." The purpose
of this exercise will be (a) to catalogue our sources of information
and initiate debriefings or reinterrogations of defectors and ‘
emigres; (b) to develop detailed outlines of the topics to be

covered in each project; and, (c) to state the limits of the ensuing

research in each of the industries. The reason for the first step
is to compile an inventory of available materials with amnmotations
as to their quality while the analysts are working in proximity to
each other. The objective of the last two steps is to control the
individual projects to assure uniformity in treatment of the subject
matter and to insure that the work will have a terminal date.

3. We see two ways of completing the research project. The
detailed outlines of discrete research topics developed in the

exploratory phase could be inserted into the research programs of
the separate production offices with a CPS project officer assigned
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to monitor the individual projects. Alternatively, the analysts

could be assembled as an interdisciplinary task force and complete

the projects as a unit.

4. Nominees for the two month long exploratory phase are:

Analyst Coverage Office
Shipbuilding OSR
Defense OST
Machine building
Aviation OSR
General machine OWI/OER
building
Radio OER
Electronics
Medium machine 0SI
building

Emigre relations
and other collection

Consultant

5. We recommend that the exploratory phase commence on
1 August under the direction of | |in CPS. The
results of that study should be reviewed by the Production Board
before embarking upon the final phase of the project.

Attachment
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SUBJECT: 1Interdisciplinary Study of Soviet Defense Industries

Distribution:
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1 - ADDI
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1 - AD/CPS
1 - ea. Office Director (handed out at Production Board Meeting)
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A Study of the Soviet Defense Industry

I. Purgése: assiﬁilaﬁe the scéttered pieces of evidence .
on the economics of the Soviet defense industr&-and use
the evidence to broaden our perception of the defense
burden as the deiets might see it and to answer. key
questipns arising from studies of‘Soviet defénse spending,
ruble-dollar ratios, relative USfUSSR'éfficienéy, relative
civil-military éﬁficieﬁcy and technology use and transfer.

IT. Dpefinitions and Liﬁiggz the industry will.beidefinea

as the Soviets define it and this will include'producfion
of civilian goods as well as common-use ana ﬁniquelj
defense hardware. The general-guidelines'fq£ the-Qes-_:f
criptive part of the study will be_tﬁdsé'bf_é so»éaiigd_:
"industry stﬁdf." | | |

III. Descriptive Information: mainly a presentation of what -

is known about this industry and an appraisal of the
. quality of the evidence. .Eﬁphasis is on uncbvering
Soviet practices, and careful appraisals of thé;eﬁidence
énd-any iméginative inferences made.
A. Dimensions of the industry.
1. Number and size of plants.

2.  Geographic dispersion.
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E.

|
i
|
|

3. iCapital and labor.
Orgénization and management,

1. Relations between the militaryéindustiial

[ connission jand the Ministry.

2. &inistry—plant/association relations.

3. Internal plant management.
i

n

4. The contribution of biographic information.
i

5. The acquisition and management of new technology.

|
1

a. the R&D system.

" b. acquisition of foreign‘teéhnoipgy'by open
| and covert means. |

Theiproduct mix.

1. Military goods.

2. ‘biviiian'goéds;

Defense prdduction and the Soviét-planning'érocess;

Relations with -

" 1. -Suppliers.'

2. Consumers.

3. R&D process.

Price formation principles.

1. Enterprise and industry wholesale pricing, costs

)
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of production and markup and determination of

i 'the f£inal transfer of price
Price discrimination woractices.
iDirect and indirect sgubsidies
b

efllciency in defense production.

i
t
i
|
G. ,Re%ﬁtive.Soviet-”S @fZ]
. | : |
ilInStltutlonal differen

|

{1joint costs, price formation principles and
b ‘
! o

| subsidies.
|

2. | Empirical measures.

¢

3. | Relative cfficiency per unit of cutput in use

of
~a. labor.
:b;' naterials.
+¢. capital and technology.
d. RDTG&E.
‘@. management and overhead., =
the éarryiné cf surplus capaclity and its

Lactual or aypethetical use in producing

.
-

[

non-nilitaxy vrocduci

H. The relative efficiency of civiiian and defense

production in the USSR.

_— -~
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Other facets and f£i

. Cor;elation'of

Lit Cu L..A.Onc‘.a‘.

actual or hyso

non=-mil

itary

. em . ] -
50 Suppiler-producer relations,
Prliex

costs, price Jormation, wrinciples and
sidies.
irical measures.
ain +this industry, zlhe :cl;tiya efficiency

“prod ing 'military @ad civilien p:oéucts.
-
labor.
materials,
capiltal and techn logy.
RDTs&E.
managermn and cverhead.
the carrying of surplus capaclty and its

Cthetical use in roducing
¥ nroducts, ,
adings not described above,

e Study

. Impact on estimates of

Studles oz rublb-do wlor

'Technolocj transfer.

growth

uaviet defense spending,

. dn R, ' ’
Latics,

. Possxble broductkon tr dﬁ—oc_s.

in the ing ustry w;th political”

and economic develonments .

]
I
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DATE

TRANSMITTAL SLIP

7 Jul 77

O:
CPS STUDY OF SOVIET DEFENSE
ROOM NO. BUILDING

INDUSTRIES FILE
REMARKS: '

FROM:
STAT CPS
ROOM NO. —I—W EXTENSION
0 .
TRMNO.0A]  pemcesromuss @
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